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As the final spesker in your two day stuly of the Soviet
economy, I £ind myself in a position vhere it is difficult to
ssy sxything that 15 really nev. So if some of the points in
Ry briaf presentation sound familisr to you, this is because
I think they are important enough to varrant some repetition. |
And if Y 4o succeed {n suying something nev, we can congratulate -
sach other at the coffee break.

To sy mind, the most serious problems confronting the
Boviet economy center around lsbor productivity. For the first
time in its history, the Soviet Union is faced with & shortage
of 1abor. Mmm’mmtarm~ﬁm,m
low birth rate of World Ear IY and the early postwar period,
sl secondly, the inability to divert additicoal agricultursl
lsbor to industry, at lesast for the time belng.

The labor shortage is going to plague the Soviet leaders for
& long time. 7The increment to the labor force during the period
1957-1962 will be about 5.7 million. This cospares with 8.k
million in 1950~1955, or an absolute decline of 2.7 million. To :
be sure, some additional diversicn of military permomnel to
eivilisn ocoupations would esse the problem, but the absalute
shertage would still be formidable. The Soviets are well aware
of their problem. In his 19 December speech to the Supreme
Soviet, planuing chisef Kummin stated thet increases in industrial
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output depend largely on productivity increases. MNo one can
doubt that improvement is possidle, or that the Sovieis bhave
& very long way to go to catch up to the United States in this
ares. let's look at a few figures.

We oan ses from this chart that:

1. The USHER has & higher proportion of population
in the civilian labor force - 47 per cent compared with
50 par cent in the US.

£. Although the sixe of the industrial laber force
in the two countries is adout the same, the value of US
industrial production is sbout three times that of the
Soviet Union. In rough terms this 3 t0 1 ratio is a
wseful general measure of relative industrial productivity
in the two countries.

3. If industrial labor productivity in the Soviet
taion 18 lov by ouwr standards, agricultural produetivity
can only be described as abysmal. In thelr country
1t takes 1 farm worker 40 feed four people, campared to &
i t0o 21 ratic in the United States.

Apart from the exphasis on technological ismnovation to
improve lador profuctivity, the major recent shift in internal
sconmmic policy centers around agriculiure and housing.

m | 18 aartxuglﬁ asbitious. Tt has
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two aims - Tirst, to raise the quality of the Soviet diet to
levels approximating that of the United States, and gecond, to
incresse sgriculturs) profuctivity to the point where the
trapsfer of vorkers to industry csn be resumed. mmetmt
kas besn uningpiring. A typical worker complaint vhen urged to
Wmtmm,wmmr&rwmmmﬁ
shexn all it will buy is more black bread?” Let's itake & look
st comparstive diets in the USSR and in our own eountry.

BIDG AD
ge Diets

Frow this chart, ve can see that:

1. Soviet diet is sdequate in ealories, with
over 3,000 per capita.

2. Hewever, it is overvhelmingly a grain and potatoes
diet. These two staples constituted 70 per cent of the
ealoric intske in 1956.

3. The dlet, by V.5. standards, is deficient in

he The wvidest discrepency vas in meat. In the U.S.,
nmmtdwmwsﬂﬁinﬁkammﬁe&
for by meat end figh, compared to only & per cant in
the Sovist Unlon.

Knrushohiev bas called upon Soviet agriculture to match

. I wouldn't take thepe ific dates to0
mﬁlﬁm 1 spec
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soricusly. It seems clear that the agricultural goals are

to0 saditious, and that many more years will be reguired for
%Wﬁ I would like to make two points sbout

these goals.

i. The Soviet leaders are ssrious about thenm.

Thay have already divertad sizeable amounts of money
awsy from industrial investment to agriculiwre o zake
seme progress in the diet,

2. Popular expectations have been raised by the
freguently repeated promises of sgricultural improvement.
Karustichey is perscaslly sdentified with them. In the
Beviet Unten, where resources are chronicslly over-
somuitted and wvhere priority sdjustments ave mtmw“
neosssary, sgrioulture has traditfonally been a stapahild.
shen the insvitable culs came they invariably fell on the
coenger sector. Jut sppavantly this is no longer possible.
If we ave right in thinking that the present agricultural
investment allocations are not enough to achieve the
loufly tmmpeted goals, then additional funds rust be
ands avallsble. And if Ehrushchev feels compelled to
Xeep Ris agricultursl promises to the Soviet pecple, a
reduced industrial growih rate mmy persist for = long time.
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As & further prop to worker incentives, the Soviets have
begpu to Lpliment placs for eesing the chronie housing
shortege, 5 cause of widespread dissatisfaction. Current
ifving-sleeping space for a family of four is ebout 13 feet by
13 fest. This is less than half that available in Ifaly and
sbout one-thind that of the United Kinglom. Khrushchev has pro-
missl & 15 per csut improvement in housing shortage will be over-
come in the next 10 to 12 ysars.

In kesping with these objectives, the Soviets last month
assmunesd 3 plannsd 30 per cent Increasing in wrban housing
ecngtraotion for 1958. If this plan is cerried through, housing
w41l oseprise about one-third of total construction expenditures
thic year. This means, of course, a diversion of Lullding

Whethar this two-pronged attack on the productivity problem
will succeed is, of course, conjectuxal. The agricultral and
housing goals need not be reached absolutely for the Soviet
leaders to realize their goals. Tho establisiment of a trend
in imgrovemsnt of living stendards - the acceptance by the vorkers
of the ides that things are getting betier and will continue to
ot better may be sufficlent to bring cut the degree of cooperation
with the ragime that is necesseary.

o ths other hand, the failure 10 achieve tangible progress
iz raising living standerds would considerably usdermine Khrushchev's
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sthmpt to croate an immge of & regime dedicated to pupnlar
welifare and determined to fulfill its promises to the people.
Such & feilure would tend to weaken popular support and might
aven, by its sffect on worker incentlves, dsmags the prospects
of sconsmmiz grovth. To some extent, therefore, the regime’s free-
Promised improvements in diet and housing donot, of
course, meen that per capita consumption will be raised acroes
the board to anything spproaching the U.B. level of living.
Despite the eroding of the traditional Stalinist priorities,
primmry smphasis continues on military preparedness and heavy
industry, and per capita consumption ss a whole is only about
20 par cent that of the U.5. This is clearly seen vhen the
output of capital and durable consumer goods are compared.

1. Boviet ouiput of coal, maching tools and steel

rangs from 50 per cent of U.S. owtput to 200 per cent.
2. Io contrast Soviet output of automcbiles,
weahing mchines and refrigerstors from less than 2 per
cect t0 & per cent of those in the U.5.
Sceme competent Soviet stulents believe that it im impossible

to educate the .. .05 of the people and waintain s lov overall
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level of consumption for very many years. They also belleve
that 1t is izpossibles %o start a trend of improving consumer
velfare without 1t having & soowball effect. That 1s to say,
improvement in living standards bresds aldditional pressure for
further improvement. 1 am not coepetent to discuss this thesis.
It iz & soclological and not en economic one. It is however, of
key imporiance, because if true it »eans:

1. First, a further ahift in investment toward
consumer industries, and possibly a drematic shift,
axd,

2. w,mwmﬁwﬂimwwm
product going into consumption at the expense of in-
vostaent.

My oxn guess is that what the sociologists are taliing
about is more apt to be eyolutionary than revelutionary, more a matter
of & fev gsnerations than a few years.

Is swmary, then:

1. The Seviet Union today and for at least § years
into the future and probably for 10 years, is and will
be piagued by a shortage of labor.

2. In an effort to incresse labor productivity,
coposssions 1in the form of a much improved diet and some-

3. %To Lulfill these promises, significant diversions
o investment funds have alveady been mafe and probedly

% A be mode,
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k. The effect of these shifts will be to reduce
the spectacular rate of econemic grovth which has been
an outatanding feature of the Soviet economy in the post-
war yesrs, end finelly,

5, There is some possibility, slthough I believe
a slim one, that the program of worker incentives may
snowball, redically chenging the face Of the Soviet
soonomy &5 we know it today.
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